looking 


. A monthly report by the National Planning Association on 
forward-looking policy planning and research —announced, un- 
derway, and completed —of importance to the nation’s future 


Communist Economic Strategy: 


Soviet Growth 
and Capabilities 


The following is a brief summary of Mr. Alec Nove’s NPA study, Communist Eco- 
nomic Strategy: Soviet Growth and Capabilities, the fifth study in a series prepared 
for the NPA Special Project Committee on the Economics of Competitive Coexistence. 
Mr. Nove, who has visited the Soviet Union repeatedly over the past few years and 
written numerous articles on the Soviet economy, is a Reader in Russian social and 
economic studies at the University of London. 


The Political Dynamics of Expansionism 


The rulers of the Soviet bloc are endeavoring to catch up with the Western world in 
economic might. They have imposed heavy sacrifices on its peoples in pursuit of this 
aim, and have neglected a large number of projects which, while desirable in them- 
selves, compete for resources with the overriding purpose of maximizing growth. We 
should not go so far as to attribute the industralization of Russia wholly to the Com- 
munists, since the process would have gone on without them. It is also clear that the 
industrialization of China was held back by anarchy and war, and would have in- 
evitably followed the establishment of order under almost any conceivable government. 

Nonetheless, no one can seriously doubt that the rapidity of industrial development, 
and its peculiar challenge to the West, are directly connected with the ideological 
beliefs of the Soviet leaders and their ability to impose the priority of growth on their 
subjects. The same beliefs impel the Communist authorities to regard their economic 
programs as an integral part of the ultimate conflict between East and West. Here 
again, however, it is desirable to avoid the extreme view which seeks a directly 
“political” explanation for every Soviet economic decision. Thus the 1958 decree on 
the output of plastics is explicable in purely economic terms, despite its origin in a 
decision of the central committee of the Communist party; and the sale of aluminum 
in world markets in 1958 was more probably motivated by a desire to earn foreign 
currency than by a sinister intention to disorganize a falling market. 

Yet the ultimate objectives of economic policy as a whole—and the strength of its 
dynamics—are political-ideological. Therefore, any change in the political-ideological 
balance must have its effect on economic growth and so on the challenge which we 
have to face. Has such a change occurred? Is change possible? Can we reasonably 
project the trends of the past into the indefinite future? 
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ECONOMIC BETTERMENT 
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Inter-American Unity 


@ “The activities of the International Com- 
munist conspiracy represent, right now, the 
greatest single major threat to inter-American 
unity, which is essential to the preservation of 
world freedom. This threat, however, is all 
the greater because political instability, eco- 
nomic discontent and erupting nationalistic 
aspirations are offering the Communists a 
favorable climate in which to operate. In other 
words, Communism is adding fuel to a smol- 
dering fire... . 

“. . . The Communists are aware of the fact 
that successful effort by Latin American gov- 
ernments, aided by the United States, in bring- 
ing about a substantial increase in the standard 
of living will end their chance to extend their 
influence and rule; thus, their need to wage the 
battle on the political front. This explains 
their all-out offensive to discredit the United 
States in the eyes of the Latin Americans. Old 
wounds are being reopened, history is falsified, 
the passion of nationalism is being nursed, 
the youth brainwashed. 

“A number of countries in Central and 
South America have obviously been selected 
by the International Communist conspiracy 
directed from Moscow for a concentrated drive 
of infiltration with the hope of duplicating 
there the events now taking place in Cuba. 
They are aided in this attempt by unlimited 
financial resources, fanatical manpower and the 
deplorable economic conditions of the wage 
earners, which make them susceptible to any 
type of demagogic, messianic propaganda. . . .” 


Excerpts from an editorial by Serafino Romu- 
aldi in Inter-American Labor Bulletin, May 
1960 issue. 
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For some critics, these questions may seem pointless. They 
may argue that the purposes of policy can be assumed to be 
unchanging, that only tactics and current maneuvers vary. 
While this is not the place to discuss the ultimate aims 
of Communism, it would seem—from what has already 
occurred—that a very considerable ‘‘dilution” of the effec- 
tive priorities in the economic field can take place without 
any major change in either basic ideology or in the political 
character of the regime. In looking at the competive capa- 
bilities of the Soviet bloc, the degree of belief of the Soviet 
leaders in the ultimate triumph of Communism is hardly 
very relevant. It is what they do that matters. It is therefore 
desirable briefly to examine the various factors involved in 
the dynamics of economic expansion. 

The factors which must be taken into account include: 
Communist ideology, fear of enemies (real or supposed), 
power-seeking, nationalism, and also the relationship be- 
tween rulers and ruled. Each of these is affected by social 
and political change, and by the eroding effects of time. 
For, it may be asked, why, forty years after the Russian 
Revolution, should we expect the original messianic beliefs 
to retain their grip on the Soviet leadership? Should not 
they, and the ruling group as a whole, come to take a less 
combative view of their task, to see the virtues of stability, 
order, security? Whatever may be the personal beliefs of 
Khrushchev, will time not weaken the ideological element 
in Soviet dynamism? One cannot presume to answer the 
question, which, in any case, will never be posed in quite 
this way or in isolation from other relevant factors. Yet 
it should never be wholly overlooked. 

One of the essential ‘stimulants’ to Soviet dynamism is 
fear. Tension provides the party with an excuse to maintain 
discipline, and fear of superior economic power of potential 
enemies is one of the impulses behind the economic race. 
Its political value has been so great that it has at times 
been engineered. A particularly good example of “arti- 
ficial” fear was the nonsense about ‘intervention’ by 
Chamberlain and Poincaré which was publicized in Russia 
around 1929. The cold war is a vital part of the picture 
not Only in the Soviet Union but in China, where a drastic 
speedup in industrialization has been decreed, and in 
Poland, where fear of Germany contributes to maintaining 
the regime in being. It may be, of course, that for this very 
reason the Soviet leaders will ensure that the cold war re- 
mains with us. 

However, there are also internal enemies, and this brings 
one on to the ‘‘power-seeking” motive. It is frequently 
asserted that ideology must be maintained in its pure 
militant form, because it provides the raison d’étre of party 
power. There is some truth in this, although the pro- 
tagonists of this view should remember that the practical 
content of ideology can change appreciably without 
endangering this monopoly. More, the power position of 
the regime depends in part on its being able to identify it- 
self with dynamic elements in society, on being able to 
legitimize itself in the minds of people by performing some 
function which is widely regarded as ‘‘necessary.’’ This 
compels some adjustment of policy to social pressure as part 
of the price of maintaining the power position intact. 

The role of terror in this context is widely misunder- 
stood. It is very largely of negative value—it suppresses 


opposition, and makes possible rapid capital accumulation 
by the imposition of sacrifices. While it certainly facilitates 
through forced labor, as a by-product of mass arrests, the 
development of remote and inhospitable regions, the im- 
mense economic waste—including the killing off of scarce 
technicians and administrators—makes it absurd to assert 
that the material achievements of the Soviet regime are 
directly attributable to terror and forced labor. Thus it is 
no coincidence that the economic sector in which coercion 
played the greatest role—collective agriculture—remained 
the most backward; orders unrelated to self-interest could 
not be translated into effective action. In any event, few 
can doubt that the complex and increasingly educated 
Soviet society of today cannot function efficiently without 
a much greater degree of voluntary cooperation “below.” 
The post-Stalin period in the U.S.S.R. has been charac- 
terized by efforts to find some way of reconciling the 
political power of the party with the need to secure more 
active participation among the citizens. The interpretation 
which insists on “‘pure totalitarian power” cannot explain 
the major concessions which have in fact been made. 

This is in part a consequence of technical progress. To 
take a military parallel: The army of Frederick the Great 
could have been organized on the basis of the soldiers 
being “more frightened of their officers than of the enemy.” 
However, the development of military technique gradually 
made it impossible to base an army on such a principle and 
demanded the use of initiative among the junior ranks. 
Or, to use a more directly relevant example: Forced labor 
could be used to build the railroad to the arctic coal mines 
of Vorkuta, but the effective operation of the railroad re- 
quires a different relationship between incentives and coer- 
cion, These factors have to be taken into account by the 
Soviet leaders, however totalitarian their philosophy or their 
intentions, because otherwise the race with the West cannot 
be effectively run. The end, in the Soviet Union, of a 
period of relative abundance of labor, with the consequent 
rise in the relative importance of productivity per head, 
reinforces the importance of incentives. 

Like all generalizations, this one should not be pressed 
too far. Stalin was well aware of the advantages of in- 
centives, and used them, along with coercion, to stimulate 
effort, even in the forced-labor camps themselves. Nor has 
coercion disappeared under his successors. However, it 
remains true that, in the U.S.S.R. and in many of her 
European satellites, an important shift is visible in the 
balance between incentives and coercion. The director who 
fails to do his job, the worker who walks out, are now 
penalized through their pocketbooks and not through the 
criminal law. 

China, however, is in quite a different position, for a 
number of reasons. First, the regime has been in power for 
only a relatively few years, and so the initial dynamism, the 
will to change society, is still fresh. Second, the basic 
process of social revolution, which was largely completed 
in the Soviet Union in the early thirties, is still very much 
to the forefront in China, involving the constant use of 
coercion. Far from showing any signs of a ‘‘softer” attitude 
toward its citizens, the Chinese Communists are more de- 
manding, more ruthless, less concerned with comfort and 
with stability. The contrasts with the U.S.S.R. in this re- 
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spect has struck every acute observer. China's period of 
“primitive accumulation” is in full swing. The U.S.S.R. 
has moved on to a later stage in its development. Finally, 
there is some evidence to suggest that China’s people are 
more obedient, can be made to work harder, can be pushed 
around to a greater extent than the Russians were, even by 
Stalin. It may be that nationalism plays a major role here. 
By this is meant not only national tradition, but also the 
support which the Chinese Communists may derive from 
being the first Chinese leaders within living memory to 
enforce order and assert national authority in the world 
arena. Perhaps even more than in the U.S.S.R., national 
pride has played a big role in mobilizing effort for 
industralization. 

We must note the very different role of nationalism 
elsewhere in the bloc. While in the U.S.S.R. and China 
it acts (on the whole) as an ally of the regime and as a 
dynamic force, in Poland, Hungary, or Rumania it plays 
the opposite role. The anti-Soviet, anti-Russian national 
traditions of these countries and the resentment at having to 
follow policies decided abroad—these things are obstacles 
to rapid development, and the outbreaks in Poland and 
Hungary led to a cut in investment in heavy industry and a 
reduced rate of growth. 


The Role of Social Pressures 


The practical relevance of all these considerations to the 
competitive capability of the bloc lies in their effect on 
growth rates, and in raising questions about stability and 
intrabloc cohesion. The ability to neglect the needs of 
citizens is one of the factors which has raised the ‘‘growth- 
effectiveness” of investment well above Western levels. By 
this is meant the tendency to devote a higher proportion of 
productive capacity, and of investment resources, to the 
generation of more production rather than for the pro- 
vision of consumable goods and services. Thus, the bulk of 
investment in transportation was designed to serve industry 
rather than people; the bulk of building materials was 
directed to factory-building; and hardly any foreign cur- 
rency was used to buy consumers’ goods. 

However, in the U.S.S.R. (but not in China) there have 
been big changes which must have a major effect on the 
utilization of resources. The incomes of peasants have been 
raised; there has been a rise in pensions; heavy investments 
have been made in food production; the rate of house 
building is being doubled; hours of labor have been re- 
duced; it is no longer an offense to change one’s job with- 
out permission; and efforts are being made to improve 
amenities, especially in rural areas. The Soviet seven-year 
plan (1959-65) abounds in promises to continue this trend: 
still shorter hours, higher minimum wages, more pensions, 
a big housing drive, much emphasis on improved diet, and 
a much increased effort to re-equip the light and food 
industries. A similar trend toward paying more attention 
to the consumer is visible in several of the European satel- 
lites. The effect has been to divert resources from growth- 
inducing sectors. Scarce materials and labor are being 
diverted to house building, and investments in heavy in- 
dustry have inevitably been affected. 


In looking ahead, it is relevant to point out that these 
concessions have not been accompanied by any weakening 
of the party's grip on political power. It can be argued that 
the concessions were due to the temporary absence of a 
dictator after Stalin’s death, and that, now that Khrushchev 
is firmly in the saddle, what has been given can be taken 
away. However, such a view seems to disregard certain 
practical problems, of which Khrushchev is evidently 
acutely conscious. The factors which have already been 
referred to, and which have tilted the balance between 
coercion and incentives toward greater reliance on incen- 
tives, do not hinge on the existence or non-existence of a 
supreme dictator in the Kremlin. It remains as true as ever 
that increased agricultural production demands better and 
more assured pay and improved amenities; that it is ex- 
tremely important to stimulate higher productivity by of- 
fering rewards and encouraging initiative; that the upper 
crust in Soviet society cannot be denied some satisfaction 
of their growing demands for private automobiles, hotels, 
better living, demands which have been stimulated by their 
greater awareness of standards of life abroad. 

The need to develop new regions, in conditions where 
mass forced labor is no longer present, necessarily calls 
for inducements, including tolerable housing. An example 
of this may be found in the investment figures in the 
Vorkuta coal field area in the Arctic, which was formerly 
worked by forced labor and to which it is now necessary 
to attract workers (the author has seen ‘‘Come to Vorkuta’”’ 
advertisements on notice boards in Leningrad and else- 
where). It has been found necessary, in consequence, to 
devote half of the investments in the Vorkuta coal field to 
housing. All this means that a smaller proportion of invest- 
ments will directly ““generate’’ additional production. Such 
trends can hardly be reversed by ordering the chief of the 
secret police to imprison or shoot some malcontents. Khru- 
shchev’s recent policies suggest that he is taking these 
factors into account in framing his internal policies and 
does not propose to go back in these respects toward 
Stalinist practices. The extensive concessions embodied in 
the seven-year plan (1959-65) are fully consistent with this 
interpretation. 

Thus a positive response to social pressures seems an 
inevitable feature of Soviet reality at present and in the 
foreseeable future. To this extent, the policies of the ruling 
party show a change in practical priorities, a change which 
must tend to diminish somewhat the pace of growth (except 
where, as in China, a different situation prevails). This is 
not to suggest that the ultimate aims of the leadership have 
withered away. To Khrushchev and his colleagues, the 
concessions which have been made are part of the search for 
the most effective way of pursuing the aim of overtaking 
the West and winning the support of the uncommitted 
world. It may be useful to imagine an optimum rate of 
growth, achieved by combined inputs of persuasion and 
coercion. The proportions in which these are combined 
vary at different times and places, and it would seem that 
some substitution of persuasion for coercion has been a 
condition for achieving the highest practicable growth rate 
in the present circumstances. But the effect is still to 
diminish the share of the national income directly devoted 
to the running of the race. (Continued ) 
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Bloc Growth and Competitive Coexistence 


With such increased pressure on available investment 
resources, thereby limiting the central planners’ freedom 
of action, there may be a natural tendency to give priority 
to internal needs, to plan for self-sufficiency. Likely victims 
of investment cuts will be those projects which could 
provide an export surplus for disposal on uncertain world 
markets. There will surely he a tendency to invest in the 
less risky projects which will supply the internal needs 
of the bloc, which can be made the basis of long-term agree- 
ments. Therefore, intrabloc exchanges, based on a planned 
specialization, should continue to dominate Soviet trade, 
while bloc exchanges with the outside world may be 
severely limited by the relative shortage of exportable 
surpluses. 

But, this consideration in so-called “‘uncommitted’’ coun- 
tries by no means excludes an aid drive being directed at any 
one country, where big political advantages may be had at 
low cost. The problem of Soviet aid and trade drives is 
therefore essentially a matter not of abstract “capabilities,” 
which obviously exist and will increase with the growth of 
the economy as a whole; it is a question of decisions about 
priorities, in a situation where competing claims on scarce 
resources will be strongly pressed. 

The really serious danger lies in the influence of Soviet- 
bloc might on the minds of men, and trade as such is not 
necessarily the only or even the most important way to 
achieve this. Khrushchev and his colleagues believe in a 
vulgarized Marxism, and tend to the view that their 
methods are bound to seem irresistibly attractive once 
they achieve an economic stature comparable with the 
United States and its allies. They also believe that the 
* West is bound to founder under its own inner contradic- 
tions. They are optimistic that the many difficult internal 
problems can be overcome; they give priority attention to 
internal questions. Their economic strategy—and indeed 
their political strategy too—is based on the long haul, not 
the all-out offensive in the short run. 

Fortunately for the West, it is by no means clear whether 
the Soviet bloc countries will be able to overcome the many 
practical problems facing them, while maintaining intact 
the political-ideological system which keeps them running 
in the economic race and keeps the bloc together. The cur- 
rent “‘struggle against revisionism” is one aspect of the 
dilemma: How can one ensure the necessary mental initia- 
tive at official and working levels while simultaneously 
repressing the expression of unorthodox thought?) How 
can arbitrary party rule be combined with economic 
rationality? Could China's increasing might and rapidly 
expanding population conceivably bring her into ultimate 
conflict with the Soviet Union? May there already be a 
kind of ‘competitive coexistence’’ or “race to communism” 
between the two giant Communist powers? Thus it would 
be unreasonable to believe that the Soviet world had either 
limitless resources or a magic formula for success, or to 
fail to observe the many difficult social and economic prob- 
lems which the leadership must face. On the other hand, 
too much stress on difficulties would encourage an equally 
unreasonable spirit of complacency. 

(Continued on page 7) 


Shelburne Studios 


A union leader since 1933, NPA Labor Committee 
member O. A. Knight rose from the rank and file to 
become president of the Oil, Chemical and Atomic Workers 
International Union, AFL-CIO, and a vice president of the 
AFL-CIO. 

After graduating from high school in his home town 
of New Hampton, Iowa, Mr. Knight went into highway 
construction work. In 1926, he went to work for the 
Shell Oil Company refinery and advanced during the next 
few years from laborer to stillman, the most highly skilled 
refinery operative. 

In 1933, he aided in organizing his plant and helped 
establish the large Hammond, Indiana, local union of 
Oil Workers International Union. In 1936, he became 
a member of the union's International Executive Council, 
and in 1937, he resigned from Shell to accept assignment 
as a union organizer. 

Mr. Knight was elected president of the Oil Workers 
International Union in 1940 and during the following 
years the union grew rapidly. In 1947, he was elected a 
vice president of the CIO and during the period of negotia- 
tions leading to the AFL-CIO merger, Mr. Knight repre- 
sented the CIO on the unity committee. 

In 1954-55, Mr. Knight was instrumental in bringing 
about the merger of his union with the CIO Gas, Coke 
and Chemical Workers. This culminated in the establish- 
ment of the Oil, Chemical and Atomic Workers on March 
4, 1955, and on that date he was elected president of the 
merged union by acclamation. 

At the AFL-CIO merger convention in 1955, Mr. Knight 
was elected a vice president of the merged federation. He 
was also elected a vice president of the AFL-CIO Industrial 
Union Department. 

Mr. Knight is also active in foreign affairs. He is presi- 
dent of the International Federation of Petroleum Workers, 
a federation of oil unions in more than 30 nations, chair- 
man of the AFL-CIO Committee on Inter-American 
Affairs and a member of President Eisenhower's Advisory 
Committee on Inter-American Affairs. 
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Thorkil Kristensen is the main author of The Economic 
World Balance, reviewed here by Dr. Gerhard Colm, 
NPA’s chief economist. Mr. Kristensen, who was recently 
appointed Secretary-General of the Organisation for Euro- 
pean Economic Co-operation, will also serve as Chairman 
of the Organisation's Committee for Economic Co-operation 
and Development. 


OME BELIEVE that the National Planning Associa- 
S tion has been sticking its neck out since 1945 by en- 
gaging in five- and ten-year economic projections for the 
United States. Here, however, a group of scientists under 
the leadership of Thorkil Kristensen, one of the most re- 
spected European economists, presents a projection for 
the year 1980, which covers not only one country but all 
areas of the globe. This is a daring undertaking indeed. 


A few conclusions stand out in these projections: 


e Total production of goods and services of all countries 
combined is likely to increase by between 100 and 175 
percent over the 25-year period from 1955 to 1980 (meas- 
ured in constant dollars). 

© Considering the expected growth in population, the 
projected production of goods and services per head of 
the world population is likely to be much less spectacular 
and is estimated to increase by only between 25 and 75 
percent. 


e The discrepancy between income per head in devel- 
oped regions as against underdeveloped regions is likely 
to grow, particularly with respect to the underdeveloped 
areas of Asia. The minimum estimate for Asia projects 
a drop in production per head; the maximum an increase 
of less than one percent per year. 

e Comparing the likely development between West 
(North America and Western Europe) and East (U.S.S.R. 
and Eastern Europe), the discrepancy is likely to diminish. 
Production per capita in the East, which was about 42 per- 
cent of that of the West in 1955, is likely to rise to about 
51 percent of the West by 1980—some narrowing of the 
discrepancy but no substantial “catching up.” 


It would be easy to question many of these computa- 
tions, beginning with the concept of production used (net 
domestic product at constant factor cost) or the expression 
of the value of production in terms of U.S. dollars, using 
official rates of exchange for most computations. The 
authors are fully aware of the difficulties inherent in all 
international comparisons, whether relating to the past, 
present, or future. They do not place any undue confidence 
in the particular figures they are computing but rather 
use them to illustrate the various factors which determine 
economic growth under different cultural and natural 
conditions. The authors see economic data and its measure- 
ment in the broader perspective of natural and cultural 
factors which condition economic development. Some of 


The Economic World Balance 


the discussions of the differences between conditions in the 
temperate, tropical, and subtropical zones are of special 
interest. There are hardly any qualifications or criticisms 
of the tables which are not recognized and discussed by 
the authors in the text. Nevertheless, I should like to men- 
tion a few points where I should place a somewhat differ- 
ent emphasis on factors related to economic growth. 

1. The study assumes that the difference in growth 
rates between East and West (as here defined) will dimin- 
ish during the coming decades. This will come about 
mainly by a simultaneous reduction in Soviet growth and 
a small increase in growth in the United States. The au- 
thors assume a very substantial reduction in the rate of 
expansion in the Soviet Union and Eastern European 
countries. While some such reduction appears very likely, 
I believe that it may not be as drastic as estimated by the 
authors. On the other hand, they also estimate a sharp 
reduction in the rate of growth in Western Europe. West- 
ern Europe is the only region of the world for which the 
authors estimate such a small increase in population that 
the increase in the labor force by 1980 will be fully offset 
by the reduction in hours of work. But even the authors’ 
estimates of the growth rate of production per head in 
Western Europe are below those of other authors (see, 
for example, Etienne S. Kirschen, ‘‘L’Economie Européenne 
en 1975,” La Revue Terre d'Europe, No. 12, April 1960). 
The authors assume some increase in the rate of growth 
in North America over and above that of recent years. 
However, comparing the midpoint of their range (3.75 
percent rate of growth for 1955 to 1980) with NPA’s 
“judgment” model for 1955 to 1970 (about 4 percent rate 
of growth), it appears to me that the authors may not 
have fully taken into account the increasing growth con- 
sciousness of the American people, the effect of the tech- 
nological changes which are in store, and the increasing 
ability to promote steady growth in a free enterprise 
country. On the other hand, most other economic projec- 
tions are only for a 10-year period. It is plausible to esti- 
mate somewhat slower rates of growth for a 20-year period 
when people may begin to value leisure and other non- 
remunerative activities higher than additional production 
for monetary gain. While there may be doubt on specific 
estimates for the various countries of East and West, I 
would not seriously question the conclusions of the au- 
thors that production in the Communist world (outside 
mainland China) may continue to grow somewhat faster 
than in the West but that the East is not likely to “catch 
up” with the West either in production in the aggregate 
or per head of the population within the next two de- 
cades.* 

2. The study is relatively optimistic concerning the 
chances of Latin American countries to increase their ex- 
ports both to North America and Western Europe, par- 


*See the discussion of economic projections for Soviet Russia and 
the United States in Looking Ahead, December 1959. 
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ticularly as the authors assume that the terms of trade 
will develop favorably for raw material producing coun- 
tries. It should be noted that some observers take a more 
pessimistic view of Latin American export chances during 
the first part of this decade (see The Future of Latin 
American Exports to the United States: 1965 and 1970, 
Louis Delwart, National Planning Association). 

3. The study does not place much emphasis on the role 
of government in economic growth. Labor, capital, nature, 
and culture (which includes technological innovations) are 
treated as the main factors determining economic growth. 
Government would presumably be included under the 
heading of culture, as the authors use this term. In an 
era in which promotion of economic growth has become 
one of the declared objectives of government policy in 
many countries, it would be appropriate to treat govern- 
ment as a separate and important factor. The authors re- 
gard government activities as a special kind of consump- 
tion (see p. 231, fn. 5), while a significant part of govern- 
ment activity, should be regarded as a contribution to 
production which in turn is often essential in promoting 
further increases in private production. 

4. One of the most challenging conclusions of the study 
is the likelihood that the gulf between the economic de- 
velopment of developed and underdeveloped countries will 
widen, particularly with respect to Asia. In this respect 
one is tempted to suggest that the title of the book should 
have been “The World Imbalance.” They consider the 
possibility that the capital export from the industrial coun- 
tries to these countries could be stepped up to prevent 
the widening discrepancy between developed and under- 
developed countries but dismiss this possibility as not 
likely because of the very large magnitude in capital ex- 
port which would be involved. (Personally, I think they 
have predetermined this result by assuming an excessively 
high capital-output ratio for their computation.) I wonder 
if they have thought through the political and social con- 
sequences of such a development and if the threat of its 
occurrence might not in turn unleash additional efforts to 
prevent it. Economic development does not merely take 
place in a predetermined manner; it also presents chal- 
lenges to which people may respond in an effort to modify 
the result. It was probably the intention of the authors 
to present a picture as it would be likely to unfold if 
present tendencies in the development of population, capital 
flow, and technology continue for another 20 years. How- 
ever, the unfolding of such a picture will present a chal- 
lenge which, we hope, may lead to actions that could and 
should influence the outcome. (The Economic World 
Balance, by Thorkil Kristensen & Associates, Munksgaard, 
Copenhagen, Denmark: 1960. 377 pp.) 


School Business Conference 


“Education, Economics, and Ethics in School Business’’ will 
be the theme of the Association of School Business Officials 
46th annual conference for school administrators and school 
board members to be held October 8-13 in St. Louis. 
(A.S.B.0., 1010 Church Street, Evanston, Illinois.) 
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“Enculturation” in 
Industrial Research 


THE RESULTS of more than 100 interviews in 10 in- 
dustrial laboratories are reported by Robert W. Avery 
of the University of Pittsburgh in a recent article on 
“Enculturation in Industrial Research.” The survey was 
undertaken to determine the elements which compose 
the enculturation of the technical man. 

Mr. Avery defines enculturation (or “socialization” as 
it is often referred to by sociologists) as the social process 
whereby the young technical man becomes transformed, 
or transforms himself, into an established industrial re- 
searcher. 

The report concludes that much of the researcher's 
success depends on how he relates his technical competence 
to the needs of his employer; how he confronts technical 
problems and defines and solves these problems in ways 
appropriate to the culture of the industrial laboratory. 
(“Enculturation in Industrial Research,” by Robert W. 
Avery, in IRE Transactions of the Professional Group on 
Engineering Management, Vol. 7, No. 1, March 1960.) 


The Missionary and Socio- 
Economic Betterment 


The missionary’s part in raising the social and economic 
standards of lesser developed countries is examined in The 
Missionary’s Role in Socio-Economic Betterment. A result 
of the 1957 Fordham-Rural Life Socio-Economic Confer- 
ence, this publication studies the ways in which the mis- 
sionary can contribute to the local community. 

Like NPA’s study, Technical Assistance by Religious 
Agencies in Latin America,* this study found that mis- 
sionaries from the United States have imparted a great 
deal more than religious ideas, The missionary, according 
to the Fordham-sponsored report, should be skilled in 
working with groups and in identifying and developing 
native leadership. In his work with villagers, the mis- 
sionary should be able to give them the impetus to dis- 
cover and solve their own problems under the direction of 
local leaders and persuade them to channel their efforts 
toward projects which would have visible and concrete 
benefits for the whole community. 

The specific areas of work studies include the family, 
the farmer, land reform, rural communities, urban prob- 
lems, cooperatives, small rural industries, public health, 
housing, and the worker. Each of these fields is referenced 
in the bibliography. 

(The Missionary’s Role in Socio-Economic Betterment, 
edited by John J. Considine. Newman Press, Westminster, 
Maryland: 1960. 330 pp., $1.75.) 


*Prepared by James G. Maddox and published by the University 
of Chicago Press: 1956. 139 pp., $3.50. 
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Gold and the Dollar Crisis 


VER THE PAST quarter century, the U. S. dollar 

has become the world’s leading major reserve cur- 
rency and foreign countries have been willing to hold 
substantial portions of their monetary reserves in the form 
of dollars. Many international monetary experts believe 
that this system works well, though they would be willing 
to adopt various safeguards and palliatives to reduce the 
limitations and dangers of using a national currency as an 
international reserve and payments unit. A small but 
growing minority believes that such a system is inherently 
unsound and cannot be sufficiently improved by mere 
tinkering. 

Chief among those holding this view is Robert Triffin, 
Professor of Economics at Yale University, who is widely 
experienced in the analysis of central banking and interna- 
tional monetary problems. In his new book, Gold and the 
Dollar Crisis, Professor Triffin finds the existing system's 
major defect to be its lack of sufficient liquidity to finance 
expanding world trade over the longer term. With gold 
production limited, the trading nations are forced to rely 
more and more upon national currencies, such as the 
dollar and the pound sterling, to serve as monetary re- 
serves and means of international payment. But, owing to 
their national character, such currencies are subject to in- 
stability arising from domestic economic developments and 
balance-of-payments difficulties. Hence, they are not likely 
to be either always available in sufficient quantities or al- 
ways desired by countries accumulating external claims 
through foreign trade and international capital movements. 

For these reasons, Professor Triffin believes that the 
international monetary system will sooner or later encounter 
a major liquidity crisis analogous to that of the interwar 
period when sterling was used to supplement inadequate 
gold supplies. In the shorter term, the stability of the 
dollar may be impaired by unfavorable internal and/or 
external developments. In Professor Triffin’s judgment, 
none of the existing international institutions or proposed 
palliatives—for example, increasing the price of gold, 
guaranteeing the convertibility and exchange rate of dollar 
holdings, etc——could prevent such crises. 

His own solution is, essentially, to convert the Interna- 
tional Monetary Fund into a kind of federal reserve bank 
—a lender of last resort—with national central banks play- 
ing the same role as do the member banks in the U. S. 
Federal Reserve System. The member central banks would 
have to deposit with the International Monetary Fund a 
specified percentage of their gold reserves to serve as back- 
ing for a new International Monetary Fund international 
monetary unit. The International Monetary Fund would 
operate an international payments clearing system similar 
to that of the European Payments Union and would, under 
certain rules and safeguards, finance the deficits of mem- 
ber countries up to specified limits. In such a system, 
Professor Triffin believes that an international liquidity 
crisis would be most unlikely to occur and the world trad- 
ing and financial system would not be subject to the 
potential instability of any national currency. 


This reviewer has been deeply impressed by the validity 
of Professor Triffin’s analysis of the present and prospective 
problems of the international monetary system. Though 
aimed primarily at the specialist, his well-written book is 
comprehensible to the educated layman and should be read 
by all who are interested in the deficiencies of the inter- 
national monetary system and their possible remedies. 

—Theodore Geiger 
(Gold and the Dollar Crisis: The Future of Convertibility, 
by Robert Triffin. New Haven, Yale University Press: 
1960, 195 pp., $4.75.) 
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Economics and Citizenship 


To describe the understanding of economics necessary 
for effective citizenship and within the range of the high 
school student is the mission of the National Task Force 
on Economic Education. The body will prepare guides 
for teachers, administrators, and curriculum specialists. 
Established in July by the American Economic Association 
and the Committee for Economic Development, the group 
includes five economists and two educators. 

Announcing the project, NPA Board member Theodore 
W. Schultz, president of the AEA and associate member 
of the CED's advisory board, stressed the importance 
given to the Task Force by the AEA and the excellent 
qualifications of its members. 

Dr. George L. Bach, chairman of the group, observed 
that most citizens receive the little economic education 
they have in high school. The project’s task is to deter- 
mine what economics can and should be taught at this 
level to better prepare Americans for participation in our 
democratic system of government. 


(Continued from page 4) 


The problem—and it is a serious problem—is to strike 
a proper balance. The Soviet economic challenge is real 
and formidable, and this must be clearly stated. However, 
in this world of overdramatized propaganda, this leads 
too easily into a state of mind in which every Soviet 
economic decision becomes part of a fiendishly clever de- 
sign for world conquest. Those who work and organize 
the Soviet economic system are predominantly motivated 
by a desire to build up the greatness and prosperity of 
their countries,.as well as by material gain. It is true that 
the top Communist leadership has world-wide ambitions 
and uses the feelings of patriotism and the material ambi- 
tions of its subjects to further its own ends. But how long 
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will it be before the leadership is itself “infected” by the 
ideas already predominant among its own bureaucracy and 
technicians? Higher living standards in Soviet countries 
could well stimulate such a tendency. Cassius, it will be 
recalled, had a lean and hungry look. 

So much depends on what the West does. Just as, in 
the struggle for Africa, the events, say, in Nyasaland are 
more effective than many years of Communist propaganda, 
so American restrictions on commodity imports or a reces- 
sion which causes a sharp drop in raw material prices, 
may do more to provide economic and political opportu- 


only ourselves to blame for the consequences. (Communist 
Economic Strategy: Soviet Growth and Capabilities, by 
Alec Nove, National Planning Association, Washington, 
D. C.: 1959. 82 pp., $2.25.) 


NPA REPORTS, in addition to LOOKING AHEAD, are sent auto- 
matically to members of the Association. For information on mem- 
bership, available publications and reports, write NPA Membership 
Department. LOOKING AHEAD is published 10 times a year. Per- 
mission is granted to quote from or reprint specific articles, unless 
otherwise stipulated, provided credit is given to LOOKING AHEAD 
and the National Planning Association. 


uities to the Communists than any trade maneuver yet de- 
vised by Mikoyan. Indeed, it is just these things which 
Soviet ideologists call the inevitable contradictions of 
capitalism in its imperialist stage of decay. If the West 
in its behavior conforms to their theories, we will have 
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